The investment policy is an important vehicle of growth for a company. Therefore, it should be one of the most important signals for investors on the capital market. We use the statistical analysis of the investors' reactions to different patterns of investment policy to highlight their preference for an active investment policy and the changes induced by the financial crisis. By a comparative analysis of investors' preferences with the information on the accounting-based performance recorded simultaneously and in the future economic exercise, we focus on the extent and limits of the investors' rationality around the financial crisis.
Introduction
The global financial crisis of 2008 opened a large field of debate between academics regarding its causes, "symptoms" and mitigating strategies. It also questioned the ability of the regulatory institutions to prevent such phenomena with terrible consequences on the real economic activity. In the scientific domain, it imposed the verification of the usual paradigms on agents' economic behavior.
On the capital market, the economic crisis led to a generalized drop in the prices of financial assets and a sharp decline of investors' confidence. Investors' sentiment became the core theme of a wide literature dealing with the study of the financial crisis (see the exposition of Akerlof and Shiller, 2009) . It also opens the way for the investigation of the degree of investors' rationality in explaining their decisions, along with the financial characteristics of the issuers.
Our work goes in this direction, in the sense that we verify the hypothesis of capital markets investors' rationality. It aims to observe the degree of investors' rationality before, during and after the financial crisis, in correlation with the investment policy of the companies. First, we start by describing the preference of the capital market for an aggressive investment policy as opposed to a prudent one. Then, we examine the degree of investors' rationality by taking into account the quality of the issuers, including their accounting-based rates of return in the analysis.
The contribution of this study can be anticipated twofold. From a scientific point of view, it verifies the assumption of investors' rationality during the global financial crisis and suggests its possible limitations. This can be very useful for further researches in the field, given that investors' rationality is an important hypothesis for a number of economic models. From a practical perspective, the conclusions of our research may be of great importance for financial analysts in order to better understand the rationale behind the changes in the prices of the financial assets. They also offer a clue for the companies' management team to understand the effects that different investment policies could have in investors' eyes. Last, but not least, the study covers more than 60 countries, offering a realistic global picture, that includes companies from different domains.
The remaining of the study is organized as follows. Section 2 presents a brief literature review on the topic of the role of investors' sentiment during the financial crisis and on the importance of the investment policy in shaping investors' assessment about the financial soundness and perspectives of a company. Section 3 presents the methodology and database of the study. In section 4, the main results are discussed and section 5 concludes.
Literature review
The financial literature dedicated numerous works to the change of the investors' behavior during unstable periods. Akerlof and Shiller (2009) put the animal spirits in the center of their descriptive work on the propagation of the crisis and link this concept to subjective psychological factors that appear among the investors and lead to an overvaluation of the financial instruments before the crisis, followed by an intense pessimism after the start of the crisis, both phenomena leading to mispricing the financial assets, but in opposite directions. The same idea of psychological factors leading to irrational behavior is put forward by Prentice (2007) who considers that these factors ultimately lead to wrong financial decisions. Chau et al. (2011) explain that investors' sentiment influences their market behavior in terms of increases or decreases of the risk-aversion and too optimistic or too pessimistic expectations. Therefore, the manifestation of the investors' sentiment will lead to different prices of the assets than those determined exclusively by taking into account changes in the fundamental valuation factors. Also, Hofmann et al. (2013) show that during financial crises the investors' risk tolerance decreases and their predictions become more pessimistic. On the other side, the authors mention that they found no evidence of a decrease of the market turnover or of the individual risk of private portfolios during turbulent periods.
The unstable financial environment is also linked in the financial literature to the efficiency of the financial markets. Lim et al. (2008) concluded that the efficiency of the capital market is weak before crisis, becomes even weaker during the crisis as a consequence of the investors' inability to adapt to the new conditions and increases significantly after the worst of the financial crisis passed. The same idea emerges from the study of Dragotă et al. (2009) Verma and Soydemir (2009) show that an optimistic generalized sentiment is related to a smaller market price of risk and the trend maintains as long as the predictions on the market remain optimistic. This may be a good explanation for the generalized decrease in the risk-aversion before the emergence of a crisis, in the so-called riskaccumulation period.
A very interesting and simple idea is in the center of the work of Lamont and Stein (2006) who remark that the most visible manifestation of the turbulences on the capital market is a generalized fluctuation of the share prices. Therefore, they propose as indicator measuring the investor's sentiment the aggregate price-to-book value on the market. The same paper also seeks the implications of the investors' sentiment in corporate finance decisions and brings arguments in favor of the idea that the investors' sentiment influences strategic decisions such as mergers and acquisitions and share issuance.
Our paper adds to the literature linking investors' sentiment to corporate strategic decisions, focusing on the particular aspect of capital budgeting decisions and how they are received by the investors on the capital market. Based on the conclusions of the studies mentioned above, we can expect that the investment policy of a company is linked to the investors' perception reflected in the market price of the shares. However, the direction of this relationship is unclear in the sense that the uncertainty of the previsions can induce a higher level of the risk perceived by the investors, but an active investment policy can also represent a positive signal for the investors showing that the company has investment opportunities and hence, better perspectives (Berk &DeMarzo, 2011) . In other words, De Jong et al. (2007) mention that high share prices create a pressure on the management to continue the expansionary policy and ultimately make managers take higher risk levels.
In our research design, we controlled for the accounting performance of the company as a way of overcoming this problem, when analyzing the investor preference for an active investment policy, also extracting interesting conclusions regarding the investors' rationality.
In the philosophy of the present study, the notion of "investors' rationality" is understood as the investors' ability of making correct valuation of the financial instruments based only on the fundamental factors related to the corporate management and the position of the company on the market. The investors' sentiment is considered to be responsible for the depart of the prices from their fundamental values due to non-financial influences. The manifestation of the investors' sentiment is therefore understood as a form of irrationality.
Following the reasoning of Lamont and Stein (2006) , the aggregate price/book value represent an indicator of the market sentiment as it increases significantly in risk accumulation periods and decreases dramatically at the beginning of an economic depression. It is important for the reader to keep in mind that an increase of the aggregate price/book value on a market is linked to a form of generalized optimism, while the significant reduction of the same indicator is due to a generalized pessimism. However, the reader must bear in mind that the price/book value indicator varies according to a wide range of factors affecting the market-market conditions and regulation, investors' sentiment etc. -, but also the company and its future development -the intrinsic fundamental factors. (see Dragotă et al., 2012) . Among the fundamental factors one may include a lot of issuer's characteristics such as: the assets belonging to the company, their quality and their structure, the human capital, the managerial skills etc. The profitability of the company and the return generated from its activity represent the reflection of how the resources in the company are put to work in order to increase the shareholders' wealth. Therefore, the return provided by the company should be an important criterion used by the investors in their decisions.
As mentioned by Brealey et al. (2001) , the investors buy shares considering the present return provided by the company, but also its ability to generate incomes in the future, the investors having a long-term perspective. The perspectives of the companies to generate profits are shaped by the ability of the present assets to efficiently produce, but also the opportunities for the company to realize efficient investments in the future. From this perspective, the investors should also be interested in the capital budgeting decisions of the companies they invest in.
This is why the present study focuses on the capital budgeting policy of the listed companies and how it affected the investors' preferences before, during and after the emergence of the financial crisis. The main assumption used refers to the fact that the price to book value is influenced by the investment policy in a company, but also on its current functioning controlled by the accounting-based rates of return. On the other side, the price/book value is also determined by the investors' sentiment which allows us making interesting analyses regarding the extent and limits of the investors' rationality during the financial crisis.
Database and methodology
Our database contains companies from 82 countries and regions for the period 2006-2010. The data was obtained from Datastream and includes all the companies available on Datastream listed in the most important national equity indices. A list of the indices chosen is presented in the Appendix.
The database was refined as to eliminate the possible erroneous recordings (such as negative or null values for total assets, net sales, debt or market capitalization or negative capital expenditures). Additionally, companies with negative equity were eliminated so that our results are not impacted by companies in distress. Finally, we chose to exclude young companies from the database as they are expected to have an active investment policy due to their development phase, not as an option of strategic investment. We considered that being listed in the main national equity index for five years consecutively (the whole analysis period of 2006-2010) was proof of the maturity of a company. Hence, we have as a start point a database containing 5402 companies with financial information recorded for each of the years from 2006 to 2010. Finally, we remove the observations with missing data for either of the main indicators used in our analysis.
The main indicators used are Capital expenditure (as percentage of total assets) and Price/Book value (P/Bv). Capital expenditure characterizes a company's investment policy as it represents the money paid by the company to acquire non-current assets. By using it as percentage of total assets, we control for the size effect and insure a comparability across all companies.P/Bvis linked to the investors' opinion regarding a company's perspectives (see, among others, Fama & French, 2007) in efficient markets. Thus, a company with an aggressive investment strategy, provided that the investments are economically valuable, should have a higher P/Bv. However, in turbulent periods, the efficiency of the market tends to decrease as mentioned in the literature review above and the price/book value could be influenced by investors' sentiment.
The companies included in the database were divided in two classes by comparing their capital expenditure/total assets with the one of their activity sector, regardless of the capital market on which the issuer is listed: the ones with an aggressive investment policy (above their activity sector) and those with a moderate one (below their activity sector). In our opinion, a company's investment policy is determined mainly by the activity sector, with its specificities, and in to a lesser extent by the country of origin.
In order to study investors' expectations, we divided the companies in two classes, based on their national P/Bv: the ones with a high P/Bv( above the national one) and those with a low P/Bv (below the national one). We chose to determine the national average of the P/Bv 1 because our database includes both developed and emerging capital markets and this approach allows us to separate the effect of the financial crisis which is, presumably, different from one country to another.
The last part of our paper, studies if investors' preferences are driven by rationality. For this, we examined if their decisions take into account the accounting-based rates of return as performance measures: return on equity (ROE) and return on assets (ROA). ROE is determined as Net Profit divided by Shareholders' equity and ROA is computed as follows:
The companies were divided in classes: the ones with a higher return than the average rate of their activity sector and the ones with lower returns. Our choice for sector averages is based on the expected differences in return between them. The extent to which the companies preferred by investors accomplish the criteria regarding the type of investment policy and the profitability gives a picture of the interference of the irrationality in investors' decisions.
Results
The market preference for investments First, we divided our observations into 4 categories, based on their relationship with the thresholds previously determined: firms with an aggressive investment policy that have a high price/book value (category A) or a low one (category B) and firms with a prudent investment policy that have a high price/book value (category C) or low one (category D). Table 1 presents our findings at a global level.
Table 1. The investors' preference for an active investment policy of the issuer. The table presents the percentage of the firms with a certain type of investment policy (aggressive for A and B
and prudent for C and D) that have a price to book value above or below the sector average. The results show that among the companies with an aggressive investment policy, only 43.73% were rewarded by the investors in 2005 with a price/book value above the sector average. This percentage had little variations from one year to another, except for the year 2009, corresponding to the worst period of the crisis, when it decreased to 38.07%, but increased back in 2010. The comparison to the category C shows that investors value positively an active investment policy during turbulent periods, but an increase of the risk aversion may have probably affected the result in 2009. The category D includes companies with a moderate investment policy and low price/book values. The percentage registered in this category is significantly higher than that in the class B, supporting the same idea. However, the fact that more than half of the companies with an active investment policy have low price/book values show either an incapacity of the investors to adapt to the changes in the economic environment, or that some other factors also count in investors' decisions.
Investors' rationality in determining their preference for the level of investments
Having as a start point the conclusion above, we verified if the investors' choice is in accordance with the rational predictions, when considering the accounting-based performance indicators in the same year compared to the sector average. The performance indicators were also considered in the subsequent year to verify if the investments were in fact profitable for the company. We expect that a performance above the average is a good signal for the investors, who can also hope in efficient investments made by the companies. The price/book value for those companies is expected to be higher than for the other. Of course, efficient investments are likely to be associated with above average returns in the subsequent year. The analysis was made separately for two performance indicators: return on equity (ROE) and return on invested capital (ROA) Inside each class -A, B, C, D -presented in the previous section we made a separation between companies with both present performance and performance subsequent to the investment year above the sectorial average, included in a subclass called "Above" and all other companies included in a subclass named "Below".
Table 2.Percentage of companies in each class with return on equity above the average of the sector in both years. The table presents the percentage of the companies in the subclasses "Above"
and "Below" in each class. The fact that more than half of the companies in the class A have performance indicators above the sector average in both years show that the investors' decision for these companies was correct and sustained by fundamental indicators. In the class B, only 25%-33% of the companies were reported to have performance indicators above the sector average in both years. However, for these companies, the investors did not manifest a preference though both performances and investment policies were above the sector average. It is also important to see that these percentage increases in 2008 and 2009, probably associated to an increase in the investors' pessimism.
The figures in the class C are even more unexpected. It seems that more than half of these companies are valued highly by the market though they have a prudent investment policy and had lower returns at least in one year. The percentage maintains important (over 50%) during the entire period. This high percentage seems to favour the explanation that the investors were not able to adapt their decision to the new paradigm and made erroneous decisions in a lot of cases, no matter the emergence of the crisis. This behaviour may be in the sense of avoiding making a "cut-the-loss" decision after the occurrence of the crisis for the fear of recognizing the previous bad decision. It may also have its roots in a short-term speculative investment horizon that can lead to maintaining the deviation of the prices from the fundamental value of the share. The percentage is significantly lower, as expected, for the firms in the subclass "Above" of the class D.
As the market manifested a preference for investments, we computed the percentage of the right or wrong decisions taken based on the investment policy of the companies and their return on equity (Table 4) . 
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The results do not differ much between the companies with an active investment policy and those with a prudent one. In general terms, the investors did not seem to have been fooled by the companies with aggressive investment policies.
A result that has however to be emphasized is that the investors made erroneous decisions in one third of the cases, which somehow prove that there is still place for improving their decision making. This high figure can be a clue for a possible influence of the investors' sentiment on the capital markets in the period right before and after the emergence of the financial crisis.
Conclusions
The global financial crisis questioned the degree of investors' rationality on the capital market. Using a large database including companies in more than 60 countries and a simple statistical analysis, we put in evidence the extent and the limits of investors' rationality. In order to obtain robust conclusions, we first study the investors' preferences for different patterns of capital budgeting adopted by the issuers around the period of the financial crisis. We confirm the hypothesis of their significant generalized pessimism in 2009, which coincides with the financial crisis, and the prudent behavior of the capital markets seems to maintain in 2010. As for the preference for an active investment policy, it regains the shape from before the financial crisis.
Additionally, we tried to determine if the investors use certain fundamental reasoning in order to determine their preference for high or low investments. Thus, we observed if their preference can be explained by taking into consideration the return of the company from the year when the investment took place and the one after that. The results show that most cases can be explained in this way, which is a signal for the rational behavior of these investors. However, the percentage is decreasing in time.
The cases that cannot be explained are also relatively high (more than 30%). This means that in a high number of cases the investors did not take into account the implications of the investment policy on the company or that their predictions were wrong. Based on our results, we cannot deny that some investors appear to have a reasoning based on rational criteria linked to a company's investment policy. However, there are some signals on the market that show some limits of the rational behavior on the global market.
As further directions of study, we think it might be useful to see if these signals are similar in different types of countries (based on geographical location, level of development, etc). This might show us if investors' preference for a specific capital budgeting strategy varies according to the specificities of the market the company is listed on.
